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SIACT MAP OCT AL PO PROGRESS Bea ro 


3 SHI2, VS. ULICY Towa'D Teap 


"AVAGU OR 16 A and B, ESS Shere 


There have been certain significart developments ir the tirest:-n 


of settlement of the Arglo-Irerian o!1 dispute siice aoorewal ef “Ho 


1. A consortiur of 961 companies (40% ATC; 49% America: compen ta: 
204 Shell and Compagnie ?ranenise dea Petrolen) is being Claqiased in 
Landon. “his consortiua vher orgarized wil? open negotiation: with the 
Iranian Government tc retour: Iranien of] to world markets and trus Pe 
‘ide Iran with substantia’ revennes from i-e o11 resmsirces, 


2. Normal diplomatic relations have beer restored betwen, ire + 
and TX, 


3. The Iranian Parliament elected under adossadeq har beer dis— 
panded, while control ed slestions for the Senate and Ha jles w.-e sen 
conducted with remarkable sugceas for the dovernment's slate of canil— 
dates and with little diserder in the orinery. 


4, An eminent American of] ezoert, Hr. Torkild Hieber, ::3 bheus 
hired by the Tranian tovernment ae 2 special adviser for o11 he ttert:, 


.« ‘there is some evidence thas too Iranian officials ha « 20g ire: 
greater understanding of the complexities and realities of thi iste-- 
national of] business duris7 the past sontns of “educetion' by ot. derbe> 
Hoover, Jr., 1.3. Ambisend>> Henderson and an extensive OP papela ete 
paiign by CIA and MSTA, 


5. Although there ave ttl! great pelitical and payrchotseical 
factorg in Iran which eculd disravt any 011 agreement whiel 5.74 Aj @4r 
reasonable to international ofl comanies, there now exist: t24 asat 
favorable atmosphere for wich a settlement for three yeeara past or f . 
the foreseeable future, (47°F: Laat mimite develoments will 39 added 
to this section, brinecizr#e lt up te date.) 


PARAGVA BR 15 @, O80 geno 


Ag to the question of considering uniinteral actior with T-an 4° 
there ig no of] settlement by April 1, 1954, it would seen tha: such 
action, @ver Uf oractiondle, wold be out of order while the airreng 
negotiations are in prorrece aré sheild only be considered whe ‘th 4 UNE, 
thet the neoctiations hive fatled, 
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SSOMMET TAR IOT 9°) PALAGE™Y 15, Ba 5402 


Tt is reesamended that the date of April 1, 1954, be sharced 
June 1, 1954, tn Paragraph 15 @ of SC $i2 (Clourses of Artiens. = inte 
parargragh waiid then remé, TIf eugh a settlement has sot ower readied 
by June 1, 1954, review of '.35. policy toward the problem ...{: 22ui lrg 
eiving consideration to taking independent action within [rar, (n inder 
to bring ahaut a resumotion of revanuea from its o1]1 resouder... 72 


Reference {is aale to the tNedxsmendation for Action sy .G i" a 
March 18, 1954, submitted to the OCB by the OCB torkias G-oup ‘or } 
5402. A copy of this ie hereta attached. 


it 


PASAGNA7H 16, NNO 5402 


uince Approval of i £2 SeJu2, Iran hae deen granted « siflitous diclar: 
additionel energencay ecesomic ald. Thia brings to a tota® of 51 si tie: 
dolilara the emerceney nid cranted the Zahed! ‘rovernment be the (5. 


As to the desirability of providing economic ald ti whe foray 
leans, it war not peseatble, in vier of the urceney of Iran's sead fF. 
Marsh to await the election of a Majifie to aexisider aceansing = Por 
eiom loan. it is the iow of Iran that foreign loans mist reeeisve bili 
approval. “She iejlis whian had been convened under Hogsaceg 58.1 Dees 
disbanded ard the new Hajlie had not bean convened whan tie fee: fir 
additional] ald wen must presming. in addition, it ia sroimble shal it 
would be politieally unwise to propose conatderation of a foreicn Poa 
as the firat oieineass of trie new MEdiis, 


PH 


Although it way net © necessary to extend further en errecay eoone - 
mie ald to enable the “ahedi Goverrment ts meet its budgetary; acfirit 
prior to June %), 195%, there is no certainty that thie will o« the 
ease, Latest advice i:disites that amilable ald will be bareiy apr 
ficient until June 15. Ja any event short of a resuaptio: af -il ft: ve~ 
rae@e, 1% is qalte likely that additionel aid will Bbave io be sade | 
available in day or June in order that the Zahedi Gevernment <i_i ft: is 
& position to meet iis budvetary requiresenta in the period jasedlsialy 
following June 30. <r glarnning perposes, it Is probably netesaary ts 
agwume @ requiresent for suergency econosia ald of aporoximatei: ff 
million per month. <urthermore, it mast ve recognized th.t tois amore 
feney economia aid acccap.iehes ite suroese only ae it car. be sracnelcnte: 
tntoe the aequialtion of Local carrency oy the Iranian Gove rngast. ao 
the procedures under wrieh the aid is made avatlable are «xtrese ly 
important, and unless the special! procedures employed in comniectizg vit: 
the recent -£ million «rant are applied to future aid, dellat aid #37) 
have to be sade avallahle several months in advance of she dita wx 
the Government of Iran ig sxpected to require the riais. 
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EPH 1G, 15e SkO2 


en 


It is recommende: $4:t no chence be made. 


PAHAGRATE LP, “SO Shoe 


ROWS: Pub de drafticg this eection. Mentin:. will eleu se cle 
to propaganda support cociriited by USTA. 


RECCMMBE DATION, CLRAGEAPT LP, IC 5402 
It ‘8 reocumenced tut no chance be sade. 


PARAGPAPY 12, BEG 54U2 


“Pall censultatieas nic Been maintained with the “.i. on al aio nin 
fieant U.5. moves toward vettiomest of the of) dispute 2:4 pravieion e 
economic and technical ald to Irar. Although there sre certiain cuiata..- 
ing problena stil? under cdiscuesien between the two zovernments ani ber: 
American and Britiah 011 companies, ').5.-".*8, relations have ict toen 
unduly dapaired mor has the 1K. been permitted to veto any action 
whieh the “5. hae coneidered eusestial to the achtevemert a” the +h fe - 
tives set Corth tia toc Boc2. 


Although there ars -till grest obstacles to overcome, eiarte to 
have the British aud [ea agree ts a practical and equitable aclut.on 
of the of] problem at the sarlfert poasible moment bave bees, nurkei oy 
euceess on the follewiag rajer pointa: 


1) AIGG Levitation to five Aserioan of] companies, foyr) ceigcn 
Shell and toupagnie francaise dae Cetroles te form a consertica to 
handle [Iranian 711. 


2) AIOC aeeeptanw «7 not more thar a 4) share in the consactim:. 


3) British acespterce of the principle that the ¢otal Fritis: 
share (including Hritiah interest in the Shell Company's shere) mas no 
be & controlling perapatece of the consortius. 


Qn several oceasians ainee ap oroval of HO Sbue, the i ..5. Gout: ; 
hae recelved assuranccea cf 2ull U.i. mugport te the Zahedi Gurr cnet. 
There t¢ @ aliqse of Irarian p:liticians who have looal raputatica of 
betng British azenta. “hey have not concealed their anta sonia ta 
Seahedi and their desire ts meplace him with one of their weHl-er, bode, 
of qourse, always poselble that tmo U'.4. Government fa inspirins tase 
intricues, mit it seems pore likel;, in the soneidered jiigment of (25. 
Eebassy sad State Deverteent obser vere, that those Iranian golitia ans 
are merely actin: on their own initiative ir sreuance of thet r persone: 


AG. 


F 4 i+ = m) 
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ambitions. Is either corse, one talig is certain, there {9 iruaf- 
ficient ecidence of daliberete 7.4%. Government inativatior «* art - 
Zahedi intrigues upon which to base any protest. 


On January 23, 195, the At@orney General expressed ter soimon 
that participation of Anerican off companies in the apectfins ord 3336( 
consortium to eontract «ith the Governaent of Iran withii the are. of 
the former AIOC concession for production, refinins: and soqristitées «4 
petroleum 41d petrolew: products, would not in itself cc.etitete = 
violation of the anti-trust laws. This sade it unecensary Sor $i. 
President $0 use his authority ta approve voluntary agresmerts ar ur 
grams under Section 724 (a) and (>) of the Defense Prodestio: Act sf 
1950, as amended. (1h: ‘The abore section will ve brought op» f> de< 
ae necessary prior to being mbmitted to the OCB.) 


RECOMMSRDAR IONS ~ PAVAG APH 18, FIC Shoz 


Xt is veconmerded 1c change be made. 


HOPS; The Jepartsert of Defense is drafting this section. 


Anbaseador Nerdera : has been instructed to infers $he cah vat 
the U5. ant ',¥, are t. agreaneat that Iran's armed foroon 2.0u1) da 
earebilities beyond thoce of maintaining interna) seaur! ty. ‘wa fomut 
whould be develoved «radual’y and with due care rot to cverrirden [rai 
economy. 


As to Iran's joiaing in rerional defense srrasgenerts, ine $-na =t 
made clear in conversations with Tice President Rixzon, omhbavsado 
Henderson and 1.5. military advisers that it is premature Cur Ire to 
enter such arrangene:ts. However, he Bas exprensed & huge t27t, ta Pert: 
arsed forces @evelop a sipability to make a si gifteart qutrrition +: 
regional defezee, '% wil” be possible to more in the director of nil. 
tary cooperation with I-mr's netghbore, “he '.5., U.K. and ott sh 
Governments agree thet thie is net an aopropriate time to ress for ire 
diate and, of receseity, pabiie Iranian participation i: cwriomal jaf. t2 
as well as by individeal country defense considerations. ; 


Through: the provieicn of erent ullitery aid and trainie:, the Je >- 
Government is asaisting fran in é@eveloping military cagebilitr whian 


ae ¢ * as 7 , 2 eoyo- 
Approved For Release 2004/07/08: CIA-RDP80R01731R003000020609-2° 


Approved For Release 2004/07/08':: CIA-RDP80R01731RQ903000020009-2 


would enable it effactively to enter into military eooperation with it: 
neighbors and to eater {oto any regional defense arranvzeiients abici me: 
be developed for the 4iddle Hast. 


It is recommended 2> change be made. 


Ambassador Henderson and his inbassy staff, eonstantiy io 308 Let 
with high levela of the iranian Gevernment, bear in sind the iesir:bii - 
ity of strengthening in iras the ebility and desire of the i -aniag 
people to resiet carmaist pressure. The effect of their invlueng: oa. 
not ve measured, Sut it te goteworthy that the Shah, Prine Hiniste- 
Zahedi and aost leading wembera of the @overnaent are furdadestall. 
anti-conmuniat, 


The Shah ard Zahedi both realise the need to dexcnatrate to ¢:€ 
Iranian pablic the benefits of a pro-western attitude and the ‘impo -tan - 
ef diracting nationalist feelings into constructive channels. ce Ie 
obstacles to a successful program in this direction are: 


1) Faflure so far <: improve the extrezely low levele of ise ae 
of the great balk of te populatioa. 


2) The historical coneeatration of the control of political and 
economia activities in a comparatively sall number of leadit,y: fas lie: 
who have consistently, although disunitedly, resisted the efrorte °° 
politically ambitious urban middle class elesents to broaden part! 1h pe 
tion in the control of these activities. 


3) Whe political inexperienge asd lack of discipline of tne }ajli+ 
the membors of which for the acst yart represent the Tullsg eri stor cacg , 
and tend to support individuals rather than programs or principies. 


4} Phe Shah's deep suspicions of any atrong Prime Minittor ao. his 
resistance to Majlis atteaste to eontrol the Sxeeutive Brinch 5° thea 
Gevernuent, 


The FUA Program hee eontributed to iaplenentation of this goli.y 
by giving constructive esployment to young educated Iranians who ai- kt 
otherwise have been frustrated, unemployed and prey for acttaters. 
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B24, BQ $402 


It is recommended that no change be made, 


PARAGRAPH 25, wc $402 


The Joint Chiefs of iseff (in their 1714/55) aporoved G1itiid ‘3 
OPS "lam 207254, This plan tales Into seacunt possible ailitary aetion 
in Iran in support of a non-Commniet Government in the event eitoer 
an attempted or an actual Commniat Séisure of power in ore of sare of 
the provinces of Iran or “‘ehran, This plan provides for peenignry 
liateon with the United Kingdom prior to ite exesution 5X1 


PARAGHAPH 25 e, WSC $402 


2. While plans for J.°. actior in the sontingosay foresee: in 
Paragraph 25 are being studiod in the Deyarhment of State, it saa bern 
Soneidered undesirable at chis tiae to discuss sugh plans + its j2a0 
friendly Delegations a+ the ULE. or with the Secretary General so... 


2. As a situation develops in whieh it ie goneidered denirshie 69 
conenlt with other nations oa plans for poesible U.N. aetion, ve vou = 
probably first raise the matter an 8 confidential hagig with tiie 1.2. 
Government. Since both turkey and Pakistan Would undoubtedly i conver. 
at elgne of increasing cxugualet influence in iran, it might af ec be 
desirable, as the situation deteriorates, to consult with Tarkmy and 
Pekisten in rerard to concerted plaas for U.3. action in the ese tinge ay 
fereseen in Paragraph 25. 


3. As affaires grow progressively serious in Iran, and there ie 
evidence of increasing Companiat subversion, it might be desiveble t 
advise the Iranian Government to Prepare and subait a shart "Status i aper: 
to the Seoutiry Council, fer the information of a11 U.3. mecbers, anter 
the heading of the "*Iranitas mesticn” which bas remained si:ce 1346 cn 
the list of matters with waich the Seeurity Coungil]l is seised,  aeh -. 
report, while it need not d21) for debate or action, cauld serve as & 


ee og fe +} 
atte aoe 


ra 


: ¥. 
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warning sipmal to she Reabers thet the aituation Hight soar rag: -e 
fone U.N. eettion, 


4, A more vooitire ates would be to enqourage the [raniaa (ver. 
ment to request the dissateh of observers to Iran's norther: frag tier 
Breas by the ''. x, Peaes Obserwation Comission, The Pit, @ assisting 
of the representatives of fourteen U.N. countries at Kew York, we: 
established as a pert of the Uniting for Peace madhinery otested sy s-: 
General Asteably in ite Feeolutiea of Novenbder 3, 1950, It is ee owe 
ered te “observe and Peport on the siteation in S2Y &P0A where Tho re 
Sxists international tension, the continuance of which {a Vikely os 
endaneer tha @Aintenance of international peace and security." Fos 
POC ean be “atilised", at the reqiest or with the consent of th ete 
oF statew in whose territory observation would be comdueted, {tix = b 
the Jeouri ty ~ounedi, dy the denewi Ageenbdly, or hy the Interts ; red t 
tee (Little Assembly) when the Agnenbly iteelf is not in sersi say «26 
observers would report to the Peare Observation Commigaion, cr 4 
Subc omni asion thereof, ani any worsening of the situation tteareafter 
sould be brought qaiekly to the attentien of @ither the | =. wpa ity 
Counesl or the General Asoeably in the form of such observer re353 1a, 
It could, of course, de essential to ensure that UM. obserware wbilies 


for possible auty ic lran were of a mationality acceptable tb) the - Dea G+ 
Government. (It is wortdy of note that the initial 1B. Semurity oan: : 


Sction in the face of the Sommuni@t invasion of the Nepublie of Fa-en 
in 1950 was taken on tw basis of on~theespot U.N. observer re 209TH: ens 
not in a oF eharzes ade by the Remblic of Korea or by the nite-d 
Statea. 


5. A more farerenching type of action, should the Ivania- Sit uk. 
tion further deteriorate; would be to bring before the ",", charge: tha 
the political inde perdesge aad territorial integrity of Iran vere being 

_ Shreatened, that the axthurity of the legitimate Iranian ‘59 ‘ngwng wag 
being underuined in some perts of the country by an external --~su33 rte. 
movement, or that the lest imate Trantar Government had been overth-om 
by fllegal seans, Such & situatiog somld he presented to the ° suite 

Seourity Council or ge General Assembly (and the latter sick? be @. ile 
fato apectal seesion if necessary) as a direet and immediate threat jot) 


to the independenes of u ¥.". Hamber nation and th the peace ed eercurit, 


of the Hiddle East, 


The exact natura of Gish charppa would, of course, G0, @nd 209n tne 
eituation existing at the time. ¥his Would a@lso de true o: tie matt re 


of the renedial or couater action te de sought. among the BOhPureas “hig. 


might be coneaidered are; (a) MUR, call to the offending party to 
"cease and dealst” in its illegei efferts to undermine the fovernasp : 
of Tran; (b) a 'LK, "eondwamation"” ef the offending party as wiley or 
violating the Charter or an act of aggression; (¢}) a sonsitee oni: 
to V.¥. Members ts render #udH aneigtance and Support to the legitis.te 
Government of Tran as thay might be in a posttion to provide. (Sneh 


Ds 
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& Yesolusiton would grovide the stamp of 1.¥, &pmroval for varig:; ti: 
of direct eid which the United jtates and other likeeminded nat’ ane 
might wish to clwe to Iran under sach eonditions); or (d) = eal fer 
the aoplication under «1.3. auspices of "collective seasures® oe Ot me 
and scone regarded as zost useful under the Clroumetanises. 


Although State[ ]and Defense are prepared to eter <isa seic:: 


25X1 with aporovriate .... rapresentutives concerning each of the ab ve gine, 
such aAiseussions have aot yet been commenced, 


RRCOMMEHDATICN PRRAGRS*3 25. Eat 5402 
Tt is reconaenied no change de made, 


The Joint Chiefs x Staff have desigonted and provided aldsaee oo: 
& Fepreseatative to partieipate in politicai-n1lltary-econasic dlaau:. 
sions to establish a recommended United States position in orepa cata 
for talke with the British Goverasent under the provisions of shia 


paragraph, 

In view of the alghly delieate negotiations regarding an iminia 
oil settlevent being cerried on at the present tia, apsreanchern o2 tt «- 
British regerding Liaiecn are beine delayed. 


ERCONMAE BOAT IGE PA AAPA 26, N§O 5402 


It is reaqoumended ao chanze be wade, 


PARAGRA ON 27, “SC 5402 
25X1 


PAL AGRA"! 27, WSC 5402 
It ig reacuamended a> change be nade. 


: + ae to: : i ~ io es 
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USIA has expended its program to inelude the aseignment of of f cer: 
to the three consulates i: iran and step up its program ir tie fiel. af 
press relations, distrimtion of news, library services, ete. if L:; 
extremely difficult to sepeure the full effect of thie progwrar, vet is 
is clear that, througa [51k efforts, a significant amount of reatert.: 
which is considered usefu) to 1.5. surposes in Iran is distributed tic 


read by the local people. 


RECOMMENDATION PazAQRiod £2, 50 5402 


It is recommendei that no chan, be made. 


PARAGRACH 23, NSC 5402 


The 1,5. Embassy at Tehra: has beer requested to repert ¢p5n diania. 
Government planning to carry cut or propose for new legislitiecsn aay 
financial, judicial, adnigistrative and other reforms, 34.ce tie cenedd 
Government has been primarily concerned with the establishernt and #4in- 
tenance of security throughout Iran and with preparations for segeti=tin; 
& settlement of the Arglo~Iranian ofl] dispute, it Aas been una»ie te 
give much attention to reforms. The imbassy has been inatructad te 
encourase, whenever possitle, the preparation of an Irania:r Gevrerhne st 
reform program to present tc the Majlis when it convenes. ‘Thure are 
available from the ravorta of previous advisory missions tc [7.0 and 
from tax, land reform and aimilar experts now in the employ of “iA, ..ans 
and programs which could be used by the Iranian jJovermment as a “asi: 
for preparation of necessary legisletion. 


The Shah has not desiyo ater a successor. Probably the main reas 
can be found in his suspicica of ang sueh successor. Ambasandor Heniers | 
has been instructed to press upon the Shah, whenever an appropriate 
ocoasion appears, the degiradility ef designating a successor. “o dite, 
however, there {ie no indtontion that the Shah will do ao, (Ki%: FS 
ia drafting an addition to this seetion, 


It ia recommended thai no changa be mids, 
PAMAGRAPH 24, VSG 5402 
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